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Executive Summary

The ultimate goal of the Kansas Health Policy Auitlyds to improve the health of Kansans.
We stand ready to work with the Governor, Legisiatand stakeholders to focus on common
sense health reform that works for Kansas.

It is critical to the success of this agency areglocess of health care reform to enhance our
current programs and initiatives, while creatingvrpiorities for the future. This annual report
looks back at the past year, but with an eye oritthee.

This report:

» Displays the Kansas Health Policy Authority Boarafgproved vision principles and
health indicators which will be used to measurdtheaitcomes;

* OQutlines the agency’s past year’s performancesipribgrams;

* Focuses on the upcoming challenges for the agé&atly,in terms of programmatic and
operational priorities; and

* Provides information regarding each division anogpam within the Kansas Health
Policy Authority purview.

We look forward to working with Governor Kathleealflius, the Legislature, and our
stakeholders in developing a plan that will ensagaeessible health care for Kansans and
embrace the vision statements the Kansas HealityPalthority Board has defined as
important to accomplishing its mission.

-Marcia Nielsen, Ph.D, MPH, Executive Director of the Kansas Health Policy Authority
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Kansas Health Policy Authority
Vision Statement

KHPA: Coordinating health and health care fahraving Kansas

Mission Statement

As expressed in KSA 2005 Supp. 75-748%eq., the mission of Kansas Health Policy

Authority (KHPA) is to develop and maintain a cooated health policy agenda which
combines the effective purchasing and administnatichealth care with health promotion
oriented public health strategies. The powergedwtnd functions of the Kansas Health Policy
Authority are intended to be exercised to imprdwetiealth of the people of Kansas by
increasing the quality, efficiency and effectivemes health services and public health programs.

History of the Kansas Health Policy Authority

The Kansas Health Policy Authority (KHPA) is chaitge develop a statewide health policy
agenda including health care and health promotonponents and health indicators to include
baseline and trend data on health care costs.

KHPA was established on July 1, 2005, as a new@geithin the Executive Branch. For one
year, the immediate predecessor to the Kansashealicy Authority was the Division of
Health Policy and Finance (DHPF) within the Depanitnof Administration. This division was
also established on July 1, 2005, within the Depeant of Administration, and served as the
single state Medicaid agency.

On July 1, 2006, DHPF was abolished, and the Aitthassumed responsibility for its programs
and others including federally funded medical b#s@irograms, state employee benefits plan
administration, and the state Workers’ Compensdtiod. KHPA was also designated as the
single state agency responsible to the federalrgavent for all programs receiving federal
Medicaid funds. However, certain long-term camvises (e.g., nursing facilities, HCBS
waivers, and mental health) continue to be managealday-to-day basis by the Kansas
Department of Aging (KDOA) and the Kansas Departinoérsocial and Rehabilitation Services
(SRYS).

The Authority, an independent agency, does notrtépahe Governor or Legislature, but rather
to the Kansas Health Policy Authority Board. ThmaRl is comprised of nine voting members,
who are appointed by the Governor and House andtS&mwadership, and seven non-voting
members, who serve as a resource and supportefamoting members. The appointed members
will serve a four-year term, except the originalmteers who were appointed to serve terms that
vary for the first cycle.
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The Executive Director of the Authority has respbitisy and statutory authority for the
oversight of the Medicaid and SCHIP programs, ttaeeéSEmployees Health Benefits Program,
State Workers’ Compensation, and the health caeerdaponsibilities of the former Health Care
Data Governing Board.
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2006—Year in Review for Kansas Health Policy Authaty

With its mission to develop and maintain a coortidahealth policy agenda, the Kansas Health
Policy Authority has been laying the structuralgrdwork for improving health policy in
Kansas. Most importantly, programs previously uride purview of the Division of Health
Policy and Finance were transferred to the Kanssthl Policy Authority on July 1, 2006.
These programs include Medicaid, State EmployeadtiiBenefits and State Self Insurance
(Worker’'s Compensation) Fund.

Among the many 2006 highlights, the Kansas Heatillicf? Authority Board approved six vision
principles and an initial set of health indicatas,required by statute.

Vision Principles

The vision principles are the guiding frameworkleé Board and agency. Ranging from
providing access to care to stewardship and edutatiese principles reflect the Board’s
application of their statutory mission to the fidhge of health policies within their purview.
The principles will provide direction to the agennyits ongoing work and in developing new
initiatives and programmatic proposals.

Access to Care—Every Kansan should have access to patient-cehberalth care and public
health services ensuring the right care, at th# ptace, and the right price. Health promotion
and disease prevention should be integrated dyrigxtti these services.

Quality and Efficiency in Health Care—The delivery of care in Kansas should emphasize
positive outcomes, safety and efficiency and betas best practices and evidence-based
medicine.

Affordable and Sustainable Health Care—The financing of health care and health promotion
Kansas should be equitable, seamless, and sudtafpalbonsumers, providers, purchasers and
government.

Promoting Health and Wellness—Kansans should pursue healthy lifestyles withcau$oon
wellness—to include physical activity, proper niitn, and refraining from tobacco use—as
well as a focus on the informed use of health ses/over their life course.

Stewardship—The Kansas Health Policy Authority will administee resources entrusted to us
by the citizens and the State of Kansas with tigadst level of integrity, responsibility and
transparency.

Education and Engagement of the Public—Kansans should be educated about health and health
care delivery to encourage public engagement ieldeing an improved health system for all.
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Health Indicators

As required by statute, the Kansas Health Policthérity Board developed and approved an
initial set of health indicators that correlatetw#ach vision principle. These indicators will
include baseline and trend data on health cardthh@atcomes, healthy behaviors, KHPA
operational integrity, and health costs.

Quality and Efficiency Affordable, Sustainable

Access to Care Q Use of HIT/HIE Health Care

Q Patient Safety
d Evidence based care

a Qujity of Care

insurance premiums
dst-sharing
[A"Uncompensated Care
O Medicaid/SCHIP Enrollment
O Health and health care spending

O Health Insurance Sts Q Transparency (Cost,
O Health Professions Workforce Quality, etc.)

QO Safety Net Stability
O Medicaid Eligibility

O Health Disparities KHPA: Coordinating

health & health care
for a thriving Kansas

i Phys_igal Fitness QO Council Participation
G NUtnition . . " U Data Consortium
Q Age appropriate sereening O Open Decision O Public Communication

O Tobacco contro Making Q Community/Advocacy

d Responsible Spending artnership

Q Financial Reporting 0 Foundation Engagement
Q Accessijbility of Information
a CMS Claoperation

Stewardship

Health and Wellness

Public Engagement

KDHE KI

eHealth Promotion _
¢Child, Youth & Families ePrivate Health
eConsumer Health Insur_ance
eHealth & Envir. Statistics *Business Health
elocal & Rural Health Partnership

These health indicators will be prioritized, revesly and approved by the KHPA Board. The
next step will be to identify the best way to quigrand measure these indicators to observe
changes over time and track the impact of stati#htpalicy initiatives. Specific measures for
each indicator will be developed and adopted byBibard in 2007.
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Highlights of 2006

Other highlights during 2006 include strengtheropgrations of the agency, focusing on
stakeholder relationships, and increasing commtinitawith staff members, Legislature,
Governor’s Office, and stakeholders.

* Focused on budget and finance. Under new leadership of Dr. Marcia Nielsen as
Executive Director, the Kansas Health Policy Auitydnas placed an increased focus on
budget and finance areas of the agency.

o KHPA developed and received Board approval fofiiss budget as a state
agency.

o KHPA is now engaged in monthly public reportingoofdget performance and
financial status, including key administrative gmmdgrammatic details.

o KHPA was reorganized to reflect the increased fasufnancial and budgetary
responsibilities, including the hiring of the aggisdirst Chief Financial Officer,
Scott Brunner, former Director of Kansas Medicaind &ealthWave programs.

* Increased communication. Communication and transparency are importanspdrthe
process of advancing health policy in the statke Kansas Health Policy Authority has
worked to intensify its communication efforts wih stakeholders.

0 KHPA developed a new website, which is updatedydail

o0 The agency instituted new ways to communicate ustktaff, including the
creation of a staff e-newsletter, which is disttdzlweekly to staff members, and
established quarterly all-staff town hall meetings.

0o KHPA conducted five town hall meetings for stakeless. These meetings were
held in Hays, Kansas City, Wichita, Pittsburg, &atden City, allowing area
residents an opportunity to voice opinions regaydire future of Kansas health
care. The agency will continue to hold town hadletings throughout the state in
2007.

o0 KHPA created an Interagency Deputy SecretariesnifigrGroup to better
coordinate the health issues and policies faciagkidnsas and its citizens. The
group meets monthly to discuss new initiativesreideas, and facilitate
effective programmatic coordination.

» Developed and maintained relationships with stakeholders. Partnership is vital to
successful programs and operations of the KansakHeolicy Authority, and the
agency has continued to develop its relationshtp warious stakeholders throughout
Kansas.

o KHPA collaborated with stakeholders to ensure th@ioued success of the
Provider Assessment program.

o The first two of an ongoing series of DisproportitenShare Hospital (DSH)
policy planning meetings for hospitals were condddb provide input that
ensures funding is equitable and the program adsiate health policy.

o KHPA worked with other state agencies to develap @rersee implementation
of a CMS audit, deferral and disallowance work glaresolve outstanding
issues, led by Dr. Barb Langner, Associate Profass8chool of Nursing with
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joint appointment in the School of Medicine, Depanht of Health Policy and
Management.

o Working with stakeholders across the state, KHP#dwtinued to support
collaborative efforts focused on health informatiechnology and health
information exchange initiatives. These initiativa@e aimed at improving quality
and efficiency in health and health care and engysirotected health information
is kept private and secure.

* Renewed emphasis on health and wellness. With data showing the importance of a
healthy lifestyle, the Kansas Health Policy Authphas worked to emphasize the
importance of health and wellness.

o L.J. Frederickson was hired as the State EmployssthiBenefits and Plan
Purchasing Director and is working to increasepittanotion of health and
wellness in the health benefits plan of state eygas, including developing a
new health and productivity program built on areefive health risk assessment
program which consists of incentive design andveeyi, web interactive
programming, education, coaching and capture ofcggjate data for future
planning. Emphasis is being placed on tobaccaatiess obesity and diabetes
management.

o0 Together, the Quality and Innovation team and tiaéeEmployee Health
Benefits team revamped the Pharmacy Benefits Maregeract and through a
competitive bidding process signed a new agreemghtCaremark that will
improve quality of services and save both the S&2e million) and employees
($3 million) a significant amount on prescriptidnghe 2007 plan year.

o KHPA's quality and innovation team’s primary fodugs been on health
information technology (HIT) and exchange (HIE)h€elteam is working with
healthcare leaders across the state to developreeadations for infrastructure
that supports interoperable HIE in Kansas. Qualitgt Innovation research and
develops innovative programs that will improve thality, safety and efficiency
of health care, like the CommunityRx Kansas proglamched in January 2006.
CommunityRx Kansas provided access to low-costcpi@son drugs to 1,000
Kansans, and the program continues to grow.

o0 KHPA has explored additional health and wellnegsaiives for Medicaid
beneficiaries as outlined by the submitted FY 2B08get, including paying for
weight management physician visits, integrating Maid immunization records
with KDHE, and request for funding to study and lempent health promotion
programs for Medicaid beneficiaries.

» Strengthened Medicaid and HealthWave programs. As the single state Medicaid
agency for Medicaid, the Kansas Health Policy Autlgdhas strengthened its Medicaid
and HealthWave programs to provide affordable arality care to enrolled Kansans.

o OnJuly 1, 2006, KHPA became the single state Mediagency, bringing
efficiency to the program and maximizing the smf@irchasing power. KHPA is
applying this leadership role in the multi-agencgditaid program to increase
transparency, improve cooperation, and streamiosgations.
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o0 KHPA signed contracts for Medicaid managed careices with two contractors,
saving the state between $10 to $15 million angwlid introducing choice and
competition into this important and growing market.

o KHPA submitted six Medicaid transformation granvposals which will work to
increase quality and efficiency of care.

o KHPA conducted a systematic review of its Medidaidrmation Technology
Architecture (MITA) to identify opportunities fotrsictural improvement in data
management and operational structures. Future MéWfews will focus on
organization structure to more effectively coordenlaealth care purchasing.

* Maintained and improved existing programs. Throughout 2006, the Kansas Health
Policy Authority has maintained and improved itssérg programs.

o CommunityRx Kansasis a statewide prescription assistance progranclzed
in January 2006 to provide low-income, uninsuredséans access to affordable
prescription medication. CommunityRx Kansas is aistered by two local
Kansas firms, Right Choice Pharmacy and Prescriptietwork of Kansas, who
together provide a statewide network of over 30@igpating pharmacies. Since
the program launched on January 4, 2006, over IK@®8ans have enrolled in
CommunityRx Kansas.

0o The Community Health Record(CHR) Pilot is a program testing the impact of
a shared electronic health record on quality oé eath Kansas Medicaid
providers in Sedgwick County. Working with the Nfeadd managed care plans
(FirstGuard, then UniCare and Children’s Mercy HgrhHiealth Partners) and a
technology vendor (Cerner Corporation), KHPA depelba network of
physicians, clinics and hospitals that access ahlesled shared electronic health
record containing their Medicaid patient’s heaftformation including
demographics, diagnoses, office visits, procedanesprescriptions. In addition,
the CHR includes a web-based e-prescribing todiPK is working with an
independent contractor (Trajectory Healthcare)aiadeict an impartial evaluation
of the impact of the CHR on quality of care. laitieedback from providers has
been positive. The pilot extends through June&B80y, with the evaluation
ongoing. If the tool proves effective, the intento expand the CHR to the larger
Medicaid population through a competitive biddingqess.

o0 HealthyKids is a pilot program that helps eligible state emgpés with their
premium for children’s health insurance coveragteState Employees Health
Benefits Plan. The program covers children whotrtireeincome guidelines for
HealthWave but are ineligible because of federalalines that prohibit
government employees from accessing. In HealthyKltk state covers 90
percent of the premium (instead of the typical 4kcpnt average) and the
employee pays only 10 percent for their eligiblpetedent children. To date,
2,500 children have received health care covetageigh HealthyKids. Of
those, approximately 550 were previously not eetbih the state health plan.

10
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o Presumptive Medical Disability (PMD) is a process that allows Medicaid
agencies to make internal disability decisions jamide Medicaid coverage on a
presumptive basis. The process is referred astpnptive,” because the
determination is provided prior to the Social Ségukdministration (SSA)
decision. This provides beneficiaries earlier asde full Medicaid coverage and
permits the State to receive federal match prighéofinal SSA disability
decision. (MediKan, one of the programs for whiais process is used, is not
matched with federal funds.) It also provides agpits, who meet PMD criteria,
full Medicaid coverage. PMD is used to provide dity determinations for
people seeking disability-based Medicaid coverageGeneral Assistance
(GA)/MediKan coverage. A two-tier evaluation farefits is used. First the
person is evaluated using Medicaid standards. rifediothese standards are not
met, the person is evaluated under MediKan stasddBécause MediKan and the
GA cash program continue to be linked, persons img&MD criteria may also
receive GA cash. New applicants who do not meetidéed or MediKan criteria
are also not eligible for GA cash. Per legislapveviso (through March 1, 2007)
existing GA/MediKan recipients continue to recevash and MediKan benefits
providing current GA/MediKan progranequirements are met.

o Presumptive Eligibility for children is a valuable outreach tool thatwlahe
State to provide coverage under Medicaid and SGsltfhildren who appear to
be eligible, but are not yet enrolled. Presumpiligibility (PE) utilizes
designated and trained Qualified Entities to deteent a child is presumptively
eligible. KHPA has selected enrolled hospitals saféty net health clinics to act
as Qualified Entities. The entity, which is in ¢act with the family at the time of
a medical need, assists the family with the Heatki®Vapplication process and
completes a PE determination for each child for mlassistance has been
requested. The Qualified Entity benefits from pition in the program
through a reduction in uncompensated care provial@ader and uninsured
children accessing the program. KHPA is currepilgting PE in two hospitals
and one safety net health clinic. This pilot pevgarted in July 2006 with
Children’s Mercy Hospital in Kansas City, Missoulia-Christi Regional
Medical Center and GraceMed Health Clinic in Wiahitere added to the pilot
project in August 2006. The PE pilot is a methaidKHPA to evaluate the
validity of the PE determination tool and processkesaddition, the pilot is
helping to provide additional data about take upg#or the program including
additional cost and enrollment estimates. Outcoinoes the pilot project are still
being measured along with details for a phasedipiementation plan for
expanding the program to other hospitals and diniithin the State.

o Enhanced Care Managements a pilot chronic management program |
Sedgwick County. The voluntary program targets igkad beneficiaries with
chronic disease who are at high risk. The progm@mwovided through Medicaid
under contract with Central Plains Regional He@léne Foundation of the
Sedgwick Medical Society, combines elements of ca@eagement, disease
management and community care. The purpose gqirtdggam is to improve

11
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quality of care to high risk, chronically ill bemafries by working closely with
health care providers in the community and cootthigaall aspects of the
individuals’ care. Central Plains continues togoer connections within the
mental health delivery system, acute care deliggsgems and rescue clinics in
Sedgwick County to rapidly identify beneficiariebawvould benefit from this
project. KHPA is working with an independent cator (Trajectory who is also
evaluating the CHR) to conduct an impartial evabraof the program.

The Kansas Health Policy Authority seeks to coat#irhealth and health care for a thriving
Kansas. By strengthening health care purchashogigin an emphasis on quality of care
transparency and financial integrity, as well agugng on partnerships with stakeholders, the
agency has achieved increased efficiency and affality in health care over the past year. We
look forward to building on the success of 2006 emdtinuing our progress in this and
upcoming years as we seek to expand health caprage in Kansas.

12
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Priorities of the Kansas Health Policy Authority far 2007

The year of 2007 will bring new challenges and fpties to the Kansas Health Policy Authority.
To accomplish its mission of improving the healtliKkansans, this agency will achieve these
new goals, while continuing to strengthen the protg and operations currently under its

purview.

Add staff to the Medicaid Eligibility Clearinghouse to process applications and
annual reviews for Medicaid beneficiaries in Kans@be numbers of these
applications and reviews have increased by an geesfi1,089 per month
between 2004 and 2005. In addition, new federaledimes regarding citizenship
and identification requirements have placed a buadeour Clearinghouse
resulting in between 18,000-20,000 persons whavitteut coverage. Many are
eligible Kansans whose applications are unabletprbcessed because of the
lack of documentation gathered to meet the requereasn Some of the work done
by the Clearinghouse is outsourced, and the cdotiabave requested additional
staff to accommodate the increased workload. Algdederal law all Medicaid
eligibility determinations must be finalized byt&tgtaff. As the number of
applications increases, both the contractor and XH&ed additional staff to
manage the increasing workload within mandatedftenges.

Complete staffing and infrastructure for the Authority to operate as an
independent agency and the single state agencynaibte for the Medicaid
program. When the initial levels of staff and betifyansferred to the Division of
Health Policy and Finance, the Kansas DepartmeAdtafinistration was
providing the infrastructure support. The Deparitrad Administration continues
to provide a limited number of services through enhdrandum of Agreement.
However, the Authority is now an independent agenayeed of completion of
staff and resources to support its mission. Thasaof additional support include
accounting, auditing, human resources and infoonagchnology, among others.
These resources are required to ensure the finantggrity of the programs
administered by the Authority.

Develop a data management and policy analysis progm that promotes data
driven health policy decisions, improving healthecafficiency, lowering health
care costs, and improving overall health statuse Authority is proposing to
contract for the development of a data analytierfiace that will bring various
data sets together and provide staff with toolscmess the data quickly and in
more meaningful ways. Using data to analyze theiefcy and quality of health
care services will enhance the ability of the stateetter control health care costs
in the public and potentially private sector, adl\ag increase the quality of
health care.

Work with the Legislature and Governor’s Office to pass a budget for FY
2008which expands access to health care, implememtsvags of information
sharing and collaboration through Health Informatitexchange, and increase

13
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promotional efforts of health and wellness. The&as Health Policy Authority’s
priority initiatives for FY 2008 include the follang:

0 Expand access to health care for children throughhte creation of a
“Healthy Kansas First Five” Program, which would expand low-cost
insurance options through HealthWave to childremfage and under
from low and moderate income families who lack trealsurance.

o Continuation of statewide Health Information Excharge projects and
support of HIE initiatives in other agencies thrbugformation sharing
and collaboration.

o Provide greater health information transparency forconsumersby
establishing a two-phase initiative that will 1)leot and make available
health and health care data resources to consanér®) publicize costs
and health care quality information developed leyHealth Data
Consortium for use by purchasers and consumers.HEalth Data
Consortium will advise the Board on the developnwénhdicators.

o Allow coverage for dental services to adultgvho are currently enrolled
in the Kansas Medicaid program.

o Provide childhood obesity counseling through Kansalledicaid,
which would include incentives for primary care yders to monitor
body mass index, diet and physical activity.

o0 Increase awareness and education efforts about héaland wellness
and Medicaid eligibility.

o Develop a Long Term Care (LTC) Partnership programbetween
KHPA, as the Medicaid agency, and the Kansas Inser®epartment to
encourage people to purchase LTC insurance palicies

» Improve health care through additional initiatives proposed for FY 2008, as
follows:

o Expand the Enhanced Care Management (ECM) pilot priect to more
high-risk beneficiaries with chronic diseases tpiiave the quality of care
and appropriate health care utilization by adultiidaid beneficiaries
with chronic illness.

o Evaluate the Community Health Record (CHR) pilot program and if
found effective, expand it statewide through a cetitipe bidding
process.

o Link the state immunization registry with the Medicaid Management
Information System (MMIS) to target immunizations for all eligible
beneficiaries.

o Improve Workplace Health and Wellness within the Sate Employee
Health Plan by developing a new health and productivity progizuilt
on an effective health risk assessment programhhidudes incentive
design and delivery, web interactive programmirnycation, coaching
and capture of appropriate data for future planniBgiphasis is being
placed on tobacco cessation, obesity and diabedesagement

14



2007 KHPA Annual Legislative Report

0 Re-tool the Small Business Health Partnership Progim in
collaboration with the Kansas Business Health PoljcCommittee
(KBHPC) to improve the accessibility and affordabilityrefalth
insurance for small businesses.

o Conduct studiesto foster e-prescribing for inclusion in the Mealt
program, examine the feasibility of consolidatimggeription drug
assistance programs in Kansas, analyze the impaar&force shortages
in rural and underserved areas, measure Medicaiefficeary wellness,
and explore Deficit Reduction Act (DRA) flexibilgs in Kansas.

* Involve consumers, providers, and purchaserthrough Advisory Councils
created to provide input and policy recommendattorthe Kansas Health Policy
Authority Board. The councils represent the mistigtatekholder groups from
which the Board and KHPA must obtain support ineorffdr policed to be
supported and effective. The Consumer, Providet,Rurchaser Councils will
begin meeting in March 2007.

» Use established health indicatorso measure health and health care trends in
Kansas. The health indicators, which will be awpd by the Board in 2007, will
be used as measured to observe changes over tithieaak the impact of health
policy initiatives and the Board’s vision principle

In light of the challenges we have ahead, partrbulaur need to complete staffing and
infrastructure support, the Kansas Health Policyhatity Board has unanimously agreed to a
recommendation not to transfer any additional paogr to KHPA at the beginning of FY 2008.
During 2007, the Kansas Health Policy Authoritylwdntinue to find new ways to improve
existing programs and establish new initiative$ #taomplish the mission of the agency. We
intend to work with the Governor’s Office, Legisled and stakeholders to provide Kansans with
accessible and affordable health care.

15
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Programmatic Responsibilities

There are six programs established to assist Witmtission of the Kansas Health Policy
Authority.

» Executive Director’s Office oversees the operations and administrative re#phbinss
of the agency, as well as the statutory obligatemms coordinates all programs
established to assist with the mission and visidh® agency.

» Operations and Financedivision is responsible for the finance units, ghpreserve the
accurate fiscal management accurate reporting @Akl programs, and the operations
unit, consisting of legal, audits, human resourpeaschasing, facilities and information
technology departments.

* Quality and Innovation Division is focused on health information exchange, qualitgt
CommunityRx Kansas, and is charged with researdchmbdeveloping innovative
programs that will improve the quality, safety aafficiency of health care.

 TheKansas Medicaid and HealthWave Divisiordevelops policies and administers and
manages programs that fund health care servicggefeon who qualify for Medicaid,
MediKan, and the State Children’s Health InsuraPcegram (SCHIP).

» Data Policy and Evaluationdivision consolidates data management and analygis
policy evaluation, ensures accuracy of state enga@sybenefits enrollment data and
options within the state payroll database, andarebes new policy initiatives—all which
work to uphold the mission of using data to makalthepolicy decisions.

» State Employees Benefits Divisiomanages and administers the state employee health,
pharmacy, dental and vision insurance contractspBnsibilities include customer
service, state employee health and wellness pragrand developing value-added
programs that will improve the quality and coseefiveness of health care purchased by
KHPA.

16
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O Executive Director's Office
m Finance and Operations

O Quality and Innovation

O Data Policy and Evaluation $54,344.7
O Medicaid and Healthwave

@ Other Federal Awards

m State Employee Health Benefits

FY 2008 Governor's Budget Recommendation
(Operating Expenditures in Thousands)

$983.0
$5,459.9

$591.0
$6,023.1

$2,025.8
$2,087.1

Funding Sources for KHPA

O State General Fund

m Children's Initiatives Fund
O Fee Funds

O Title XIX

m Title XX

@ Other Federal Funds

m Other State Funds

17
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Operations & Finance

The Finance unitis charged with the preservation of the fiscal aggament and accurate
reporting of KHPA'’s programs. Key finance actiggiinclude managing the budget submission
and adjustment processes, accurately reportingneidpees and revenues to the federal
government, prudently managing cash balances, amégmng receipts and receivables. The
accounting section manages all payables procesaitigding reconciliation of contractor pay
tapes for provider payments, managing contractrabcances, and developing management
reports to guide decision making.

The Operationsunit includes Legal, Audits, Human Resources, Purchasiacilities and
Information Technology sections — all of which geared toward improving the efficient and
effective operation of the Authority:

* The Legal division is directed by a General Couasel is responsible for advancing the
Agency’s mission through effective legal counsel arecution of specific programmatic
activities, including those related to collectidrtlurd party claims (medical subrogation)
as well as an Estate Recovery Unit, which recobpsosts of long term care from the
estates of deceased Medicaid recipients. Theosealso provides counsel on
contracting and interpretations of federal lawgutations and state plan issues, and
helps with other risk management issues.

* The Audits unit tracks and provides assistance weisiolution of external audits, provides
management consultation to improve internal praegs&lidates program integrity, and
leads the enterprise risk management program.

* Web publishing support, facilities, and the purchg®f commodities and non-program
support services are also housed within Operations.

» KHPA, with the support of the Department of Admtrasion, provides personnel
services, including time keeping, payroll, recrwgtiyy training, and evaluation.

» Information technology unit ensures the availapiihd appropriate use of computer and
communication equipment for staff of KHPA and mains data connections between
KHPA, other state agencies, and contractors. TikisiDn of Information Services and
Communications provides technical support and costaservice under contract with
KHPA.

The Finance and Operations Division is lackingtaffsng and infrastructure support,

particularly in the areas of finance, accountingjiang, human resources, and information
technology. KHPA requested in a supplemental reigioe FY 2007 twenty-two additional staff
positions and in an enhancement request for FY 8068ty additional staff positions. Upon
conducting a needs assessment review in 2006, utteAty learned it was without many

needed resources compared to other agencies. fdseces are the minimum necessary to
ensure the financial integrity of the programs thatAuthority administers. The agency has
requested additional funds to complete its staffind infrastructure to operate as an independent
agency and as the single state Medicaid agency.

18
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Quality and Innovation

The Quality and Innovation (Q & I) Division focuses health information exchange, quality
and CommunityRx Kansas, and is charged with reeeag@nd developing innovative program
that will improve the quality, safety and efficignaf health care.

* Health information exchange (HIE)

0 Serve as project lead for the statewide HIE initeato develop infrastructure in
Kansas that fosters health information technoladpption and health
information exchange. This involves a collaboratektionship with
stakeholders across the state including health basness, government and
patient advocacy leaders.

o0 Serve as a liaison to the Governor’s Office on Hifid staff the statewide HIE
initiative, providing support for all initiativesneeting coordination, information
gathering, report production and contract managémih consultants.

0 Manage consulting contracts and foundation fundaagived for HIE initiatives,
working with major health foundations in Kansasyad$l as national consulting
groups and subject matter experts.

o Manage the Community Health Record Pilot (CHR) @rbjn Sedgwick County,
working in partnership with Medicaid managed cagalth plans, providers, and
technology vendors (Cerner Corporation and Surp&grand an independent
evaluation of the CHR. KHPA has requested for B9&funds to extend this
project to June 30, 2007. The information learinech the program will then be
examined to evaluate the impact of the informatemhnology on Medicaid
providers and beneficiaries.

* Quality

o Development of innovative programs focused on imioig health care quality
using principles of value-based purchasing andemdd-based medicine.

o Development of incentives for providers and patigatimprove safety and
quality of care.

*  CommunityRx Kansas

o Generic drug program that provides affordable pieBon medication to
Kansans at or below 300% FPL and without presaomptirug coverage, working
in partnership with Kansas pharmacies and heatthmaviders.
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Kansas Medicaid and HealthWave Programs

The Kansas Medicaid and HealthWave Division
develops policies and administers and manages
programs that fund health care services for person
who qualify for Medicaid, MediKan, and the State
Children’s Health Insurance Program (SCHIP).
Persons served by these programs include low-
income children and adults, people with disabditie
and the elderly. In addition to administering
cost-effective managed care (HealthWave) and
fee-for-service (HealthConnect) purchasing
systems, KHPA contracts with and oversees a
fiscal agent that operates the Medicaid Manageme
Information System (MMIS), ensures compliance
with relevant federal rules and regulations and
coordinates health care purchasing and planning
among various state agencies.

Medicaid

Kansas Medicaid & HealthWave at a
Glance

Total Expenditures  $2,225,438,000

Average Monthly 274,300
Consumers

Unduplicated individuals 395,005

Providers 20,874

Average claims processed 39,267
per day

Medicaid is a federal-state program that providesth and long-term care services to people
with low-incomes. All states currently participatethe Medicaid program, and federal
matching funds are available for the costs of tleeseices. As a condition of state participation,
each state must agree to cover certain populateogs elderly poor receiving Social Security
Income) and certain services (e.g., physician ses)i These eligibility groups and services are

referred to as “mandatory” and include:

Mandatory Populations

e Children age 6 and older below 100% FPL ($16,608aa for a family of 3)
e Children between ages 1 and 6 below 133% FPL ($320year for a family of 3)
» Parents below the state’s Aid to Families with Degent Children (AFDC) cutoffs

effective July 1996

* Pregnant women and infants (ages 0-1) at or be&fWalFPL
« Elderly and disabled SSI beneficiaries with incamher below 75% FPL ($7,500 a year

for an individual)
» Certain working disabled

* Medicare Buy-In groups (Qualified Medicare Benefias or QMBs, Specified Low
Income Medicare Beneficiaries or SLMBSs, and Quald Individuals or QIs)

Mandatory Acute Care Benefits

* Physician services
» Laboratory and x-ray services
* Inpatient hospital services

20




2007 KHPA Annual Legislative Report

» Outpatient hospital services

» Early and periodic-screening, diagnostic, and tnegit (EPSDT) services for individuals
under 21

* Family planning and supplies

* Federally-qualified health center (FQHC) services

* Rural health clinic services

* Nurse midwife services

» Certified pediatric and family nurse practitionensces

Mandatory Long-Term Care Benefits
» Institutional Services—Nursing facility (NF) sereg for individuals 21 or over
State Children’s Health Insurance Program (SCHIP)

SCHIP is a Federal/State partnership similar toikkd. The program was designed to provide
coverage to “targeted low-income children.” A gated low-income child” is one who resides
in a family with income below 200% of the Federal/erty Level (FPL) or whose family has an
income fifty percent higher than the state’s Meuicdigibility threshold. Kansas provides free
or low-cost health insurance coverage to childrethis program who:

* Are under the age of nineteen;

* Do not qualify for Medicaid,;

* Have family incomes under the 200% of the FPL; and

* Are not covered by state employee health insurancgher private health insurance.

Nearly all health care services purchased by Matlimad HealthWave are financed through a
combination of state funds and federal matchingl$uauthorized through Medicaid or SCHIP of
the Social Security Act of 1965. Under Medicaltk federal government provides
approximately sixty percent of the cost of Medicsénlvices with no upper limit on what the
federal government will reimburse the State. Tte#eSprovides the remaining forty percent of
the cost of Medicaid services. Under SCHIP, tlikefal government provides approximately 72
percent of the cost up to a maximum allotment, taedState provides the remaining 28 percent
and any excess spent above the federal allotment.

In FY 2006, the State of Kansas spent over $lobiliurchasing health care for more than
360,000 persons through the Medicaid and HealthVigaxgrams. It is the third largest
purchaser of health care services and the largeshaser of children’s health care services in
Kansas. About 64 percent of the people served learéncome children and families.
Medicaid pays for nearly forty percent of the bérth Kansas.

Purchasing Health Care
Health care services are purchased through bo#ddional fee-for-service model and two

different managed care models (HealthWave and K€atinect). In the fee-for-service model,
Medicaid consumers can receive services from amlled provider without having a primary
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care physician (PCP). In HealthConnect, servioggaviders are paid on a fee-for-service
basis, but physicians also receive a monthly pesgmepayment to serve as PCP’s and provide a
medical home for Medicaid consumers. This modetfierred to as a primary care case
management (PCCM) model. HealthWave, a capitatethged care program, is funded through
per member per month payments to managed careipagians (MCOSs) that assume risk for
health care costs of Medicaid consumers who exceedhly capitation amounts.

The Centers for Medicare and Medicaid Services (CiMd§uires that Medicaid consumers have
a choice of either their health plan, or withirea{for-service model, their provider. Deviations
from this requirement are available only througbMS waiver. SCHIP populations are not
subject to this “freedom-of-choice” requirementdatcording to state law must receive
physical health services through a capitated mahegee model. Nevertheless, KHPA provides
a choice of health plans to both Medicaid and SC¢tiFsumers participating in the HealthWave
program, and generally offers a choice of providensoth its HealthConnect and HealthWave
populations. The HealthWave population consistBeshporary Assistance to Families (TAF)
and Poverty Level Eligibles (PLE). These groupsegally consist of pregnant women, children,
and very low-income adults who do not qualify asodically ill. The HealthConnect population
includes these same eligible groups in those avbase HealthConnect is a choice as well as
Social Security Income eligible persons and Mediarsons. Social Security Income eligible
children, Title V children and Native Americans aseempt from managed care assignment to
HealthWave or HealthConnect. This is also truepfmsons in Nursing Homes, persons on an
HCBS waiver, and those eligible under the medicadlgdy programs. These persons are served
fee-for-service and are not assigned to HealthCadnne

Within the broad population of children and low-anee families, there is a great deal of overlap
and movement between those eligible for Medicaithose eligible for SCHIP. Due to the age-
related eligibility requirements, about a quartefamilies with a child in SCHIP also have a
child in Medicaid. Because economic and familgwmstances often change, the majority of
families enrolled in SCHIP have previously beeroélad in Medicaid. This overlap between

the low-income children and families enrolled indit®id and SCHIP helps motivate the
provision of care through a singular, integrateagpam for this population, called HealthWave.

HealthWave

During FY 2002, the marketing of the Medicaid capgtl managed care program was combined
with the SCHIP program to provide one seamless gethaare option for families called
HealthWave. Combining these two programs intormaeaged care option has provided
eligible children and families with more uniformcaseamless physical health coverage,
regardless of which federal government programd$uhed coverage. As of January 2007,
106,494 persons were enrolled in Medicaid, andB4peérsons were enrolled in SCHIP.

Managed Care Organizations (MCOs) provide heakbrance coverage for those consumers
eligible for HealthWave. The responsibilities b€tMCO may range from utilization
management services to the actual provision oféneices through its own organization or
provider network. Reimbursement for these senie@aid on a capitated per member per
month basis. Consumers enrolled in HealthWave imenghe opportunity to select a primary

22



2007 KHPA Annual Legislative Report

care physician to coordinate their health careisemeeds. If they do not elect to make this
choice, the MCOs assign a primary care physicigheir area. KHPA emphasizes access to
care, provider participation, and the quality ofecarovided to its HealthWave populations
through contractual requirements and standardsitsitiCOs. A specific emphasis is placed on
the development of a managed system of care tbhaiqies long term health and wellness.

On January 1, 2007, UniCare Health Systems andl@hils Mercy Family Health Partners
became the physical health MCOs for Medicaid elegggnd SCHIP consumers. Cenpatico
Behavioral Health is the MCO providing mental hleaérvices to consumers who are SCHIP
eligible. Doral Dental, Inc. was the MCO for SCHIBntal services until July 1, 2006. The
state SCHIP statute exempts dental services frengeéheral requirement to provide SCHIP
services through a capitated managed care arramgje®a July 1, KHPA exercised this
flexibility to create a more streamlined dentalgraom that is identical in service delivery,
coverage, and payment across both the HealthWal/elealthConnect programs. Dental
services are now provided on a fee-for-serviceddfasiall populations through Electronic Data
System, the state's Medicaid Fiscal Agent, on JuR006.

HealthConnect

For those persons not covered by HealthWave drariraditional fee-for-service program,
KMAP provides health coverage through the PrimaayeGCase Management (PCCM) model
called HealthConnect. Many of the individualshistportion of Medicaid program are frail
elderly, or have disabilities, and by federal rtiley cannot be served by a managed care
program.

As of January 2007, there were 24,560 persons gé&ywélealthConnect. This model provides
preventive and primary medical services and refeliwiduals to specialists when necessary.
Kansans eligible for these health coverage opiiaciade those eligible for Temporary
Assistance to Families program (TAF); people eewblh the Supplemental Security Income
(SSI) program, General Assistance (GA) program,Roxerty Level Eligible (PLE) individuals.
The HealthConnect provider receives a case managdeeof $2 per member per month and
services are reimbursed on a fee-for-service basis.

Programs to support the mission

* Drug Utilization Review Program. Each state’s Medicaid program has a Drug Utilirat
Review (DUR) program for outpatient drugs thatasprectively reviews drug utilization
patterns. The information then is used to edumapeescribers and pharmacists
regarding drug utilization trends and improve sa#etd quality of care. The DUR
Board, comprised of physicians, pharmacists andlevidl practitioners is responsible
for making recommendations to the Medicaid progragarding drug therapy issues.

o Preferred Drug List (PDL). A preferred drug list (PDL) was created to proenguality,
clinically appropriate utilization of pharmaceutg@ a cost-effective manner. A
Preferred Drug List Advisory Board, composed ofcpigng physicians and pharmacists,
provides extensive clinical review of drug productisconsideration of inclusion on the
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PDL. The Advisory Board is not provided with Medlid's drug cost information to
ensure that their review and recommendations aedbsolely on clinical evidence.
Medicaid staff then take the PDL Board’s clinicactsion and incorporate cost
information to make a recommendation for inclusiorthe Medicaid PDL. These
recommendations are then taken to the Drug UtibmaReview Board for review and
approval in accordance with K.S.A. 39-7,118. Thegd that are placed on prior
authorization go through the rules and regulatfmesess and there is a 30-day public
comment period before the prior authorization fecive.

» Estate Recovery. The Estate Recovery Program recovers medicalotetefrom the
estates of certain deceased Medicaid persons ESta¢e Recovery Unit (ERU) has
recouped approximately $40 million from 19,000 sasiace the program began July 1,
1992. The State of Kansas retains approximatety fiercent of all monies recovered.
Under 42 U.S.C. 1396p, KHPA is allowed to estabtistlaim for Medicaid on persons
who, prior to their death, have received medicsistance from age 55 and older or who
are in a long-term care facility regardless of agle claim is based on the medical
assistance a consumer has received on and afyet,J1892. The ERU mainly recovers
through probate actions and family agreementshelfe is a surviving spouse, surviving
child under the age of 21 years, blind or permdgpetisabled according to Social
Security criteria, the unit does not pursue a clairthat time. A claim can be filed upon
the death of the surviving spouse. The medicastasse claim is a first class demand
with priority being granted to reasonable funersglenses within the class. At present,
no liens are filed against the property of a permospouse in order to establish a claim
prior to death. The claim is filed against propettill available at the time of death.
Beginning July 1, 2004, ERU was given increaseti@itly to recover property through
liens and expanded court actions involving an edpdrdefinition of a probate estate.

New citizenship guidelines for applicants of Medica and SCHIP programs

New federal requirements, effective July 1, 20@guire many Medicaid applicants to provide
documentation verifying their citizenship and idgnt These requirements have created
challenges for beneficiaries and significant addiil workload for state eligibility workers. As
a result, between 18,000 and 20,000 persons anewtitoverage, including many who will
ultimately succeed in demonstrating their citizepsind identity. KHPA staff have re-
engineered enrolliment and utilized electronic veation where appropriate, but will not be able
to address the new workload without additional veses. KHPA is recommending that
Congress revisit the legislation to consider thpant on state and beneficiaries.

The new federal laws do not change eligibility subeit instead require applicants to provide
certain documents verifying that they comply wittes governing citizenship and identity. The
new laws require applicants, including those reneytineir eligibility, to document citizenship
and identity through a primary document, which fiesiboth citizenship and identity (passport
or certificate of naturalization), or separate selayy documents, one verifying citizenship, such
as a birth certificate, and another verifying idignsuch as a driver’s license or school picture
ID.
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These new requirements have had a large impacteoanrollment process in Kansas, increasing
customer calls, voicemails, faxes, and the amotmitne it takes to process an application has
multiplied. As a result, the number of individualsrolled in Kansas Medicaid or SCHIP has
fallen by thousands since the requirement wenteffiect. Of those who were dropped in this
caseload estimate, 2,381 individuals’ applicationeenewal cases have been closed, because
they could not provide the newly required documémestimely fashion. Another 16,000 or
more are waiting to enroll in the program or haaléeh off the program while waiting to be re-
enrolled, as a result of the large backlog of csesew requirements have created. Many of
those waiting to be enrolled are eligible citize®Based on historical averages, the majority of
children and families with pending applicationslwjlalify for coverage under the new
requirements when we are able to complete proggssin

The impact on beneficiaries is real and growingdPA and SRS eligibility workers have
received hundreds of calls from customers or apptewith pressing medical needs that require
insurance coverage. Some safety net providerstegpa change in the coverage status of their
patient population.

To reduce the impact on beneficiaries, KHPA iszitij approved and reliable electronic
sources of documentation and resources at thei@jpause have been reallocated and
enrollment processing has been adjusted to accomimtite new documentation requirements.
KHPA will also be calling on our Congressional dglgon to provide an update on the impact of
these new laws, suggest policy alternatives, acolmenend a Congressional review of the
legislation.

Outreach efforts continue

Identifying uninsured families has long been a gdddansas, and the placement of outreach
workers at key locations throughout the communiifyimcrease the awareness of the
opportunity for coverage. As families obtain cage, they are more likely to access preventive
medicine, including well child visits, immunizati®nand dental care.

KHPA plans to expand the marketing of programslalée to the public, such as Medicaid and
SCHIP, in order to educate Kansans about healtiwatdess and ensure that individuals
eligible for Medicaid and SCHIP are patrticipatimgtie program. Plans include designing an
online application and screening tool for potentiaheficiaries, developing and implementing a
targeting marketing campaign, and employing ada#i@mutreach workers. This would allow
for more accurate submission of applications, dgwekent of an inter-face with the
Clearinghouse system for an immediate eligibil&gesmination, and reduce the need for
Clearinghouse staff to “key” the applications. @&eening tool could be used to quickly
determine if a person should complete an applinaitd utilized by designated entities as the
presumptive eligibility determination tool.

These plans, requested in the FY 2008 budgetpwollide KHPA an opportunity to share health

information with potential Medicaid beneficiariek.will increase our outreach efforts, and the
goal is to increase the number of uninsured Kangdweshave medical coverage.
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Medical Assistance Expenditures

Title XIX Medicaid

FY 2006 Actuals

FY 2007 Revised

FY 2008 Gov
Recommendation

Expenditures

1,802,541,709

1,158,710,000

1,241,727,483

Persons Served Each Month 264,980 259,758 265,811

FY 2008 Gov
Title XXI HealthWwave FY 2006 ActualsFY 2007 Revised| Recommendation
Expenditures 62,803,428 69,302,363 69,302,363
Persons Served Each Month 36,824 35,588 36,604

FY 2008 Gov
MediKan FY 2006 Actual$ FY 2007 Revised| Recommendation
Expenditures 23,321,000 23,290,000 14,010,000
Persons Served Each Month 4,434 3,758 2,236
Medical Assistance Revenue Sources

FY 2008 Gov

FY 2006 Actuald FY 2007 Revised| Recommendation

State General Fund 401,701,255 422,130,917 466,425,910
Children's Initiative Fund 5,415,325 5,000,000
Medical Programs Fee Fund 36,847,819 43,400,000 38,500,000
Health Care Access Improvement
Fund 41,426,936 37,390,236 37,390,236
Title XIX Medicaid 1,351,731,210 | 690,655,522 729,998,012
Title XXI Healthwave 45,647,705 50,171,446 50,171,446
Other Federal Funds 5,895,887 2,554,242 2,554,242
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Data Policy and Evaluation

KHPA is charged with the responsibility for a widage of health and health care data
including both programmatic and market-based intdrom. The goal is to increase the quality,
efficiency and effectiveness of health services puidlic health programs.

To meet this mission, the Division of Data Polieydd&valuation consolidates data management
and analysis with policy evaluation. All progratal is available to analysts to assess the
impact of proposed policies, forecast utilizatiowl &xpenditures, and provide information to the
Authority Board, KHPA staff, and other stakeholdethis unit is also responsible for ensuring
the accuracy of the state employees’ benefits knenit data and options within the state
personnel database and for researching new paiitgtives.

Examples of programmatic data include Medicaid &G¢HIP, State Employees Health Benefits
Plan, and State Workers’ Compensation Self-Insw&und. Market-based data are inpatient

hospital claims information, health care providatalbase, and private insurance data from the
Kansas Health Insurance Information System (KHIIS).

House Substitute for Senate Bill 272, the enaldiggslation for the Kansas Health Policy
Authority (KHPA) transfers responsibility for colgon and management of a wide range of
data once managed by the Health Care Data GoveBaagl (HCDGB) to the Authority. In
addition, House Substitute for Senate Bill 577 $farred responsibility for collection of data
from insurance carriers on behalf of the Commissia@i Insurance from the Kansas Department
of Health and Environment (KDHE) to KHPA.

To help meet the Authority’s responsibilities, KHRMI convene and direct the Data
Consortium to advise the Authority in the developina policies and bring recommendations to
the Authority for consideration.

The Data Consortium will provide recommendationg gaput in a number of areas:

* The Authority’s responsibilities for managing healiata

» Reporting standards and requirements for non-progratic data

» Data sharing for research, policy development angnammatic improvement
» ldentifying specific topics for analysis

* Health and health care data initiatives in othgaaizations and agencies

* Reporting cost, quality, and other data for conss@mlicymakers, and others

Programs to support the mission

» TheDirector of the Division of Data Policy and Evaluaton promotes the collection,
management, analysis, and dissemination of heatthtd improve decision making by
consumers, in the marketplace, and among policyensakThis includes developing a
plan to maximize the effective use of health datadpporting the activities of the
KHPA Data Consortium.
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TheData Analysis Unit establishes reimbursement rates, computes thad frapact of
proposed policies, establishes diagnosis-relatedpg (DRGs) for Medicaid inpatient
services, establishes capitation rates for Mediaatl SCHIP managed care, and
forecasts caseloads.

TheData Policy and Management Unitis responsible for management of health care
professional licensure data received from eiglengng boards, hospital discharge data
received from the Kansas Hospital Association (KH#)d private insurance carrier data
required by the Commissioner of Insurance (knowtha¥kansas Health Insurance
Information System-KHIIS). This unit also plansnb@nage the vendor contract for a
data analytic interface allowing KHPA staff andk&tlaolders to access KHPA-managed
data more easily and quickly.

ThePolicy Evaluation Unit explores emerging health, health care and covesages;
manages state and federally funded research pspgaad estimates the impact of
proposed coverage changes in the State EmployedthHRtan. In addition, staff in this
unit also set up, review and analyze benefitstaligy in SHaRP, and monitor files,
reports, and eligibility data for completeness aocduracy.
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State Employees Health Benefits and Plan Purchasing

The State Employee Health Benefits and Plan Puirtas State Employees Benefits
Division: Program at a Glance
* Manages and administers health, pharmacy, dendal arn
vision insurance contracts for State employeestiagid State Employees 35,100
dependents; Non-State employees 5,777
« Manages the state employee health and wellnessgmnsg Dependents 30,247
* Manages and administers the State Employees Workd Retirees 9,011
Compensation Program,; COBRA 182
* Oversees the Customer Service Unit which provides a

integrated approach—regardless of program—to healf Total Individuals Covered
care consumers for solving or avoiding problematesl t 80,317

eligibility, enrollment, coverage or payment issusasd
providing for improved access to information.
* And develops value-added programs that will imprihesquality and cost-effectiveness

of health care purchased by the KHPA, which inctude

* Employee health and wellness;

* HealthQuest, the state employee wellness program;

* Health Risk Assessment and Health Risk Screening;

» Disease management; and

» Partners with KDHE and other state agencies todioate health and wellness

statewide.

The State Employee Health Benefits and Plan Puiredpasiminister health insurance contracts
for state employees and their dependents. The BEtaployee Health Plan is overseen by the
State’s Health Care Commission (HCC), which wagigtaly created in 1984 through the
enactment of K.S.A. 75-65C seq. to “develop and provide for the implementation

and administration of a state healthcare beneftigram.”

Over the years, the number of contracts and typpsaple covered by the program has
expanded. Beneficiaries receiving health insuraeceices through the plan include active,
retired, disabled State employees and their depesdeeople on leave without pay, elected
officials, blind vending facility operators, and ployees of school districts, community colleges
and other educational entities. The local govemtreenployer components include cities,
counties, townships, community mental health cengnoundwater management districts, rural
water supply districts, public wholesale water dymistricts, county extension councils and
extension districts.

Most recently, through an amendment to regulati@®+1-4, voluntary enrollment was extended
to hospitals established, maintained and operateddity of the first or second class, a county
or a hospital district in accordance with appliealalw. There has been steady growth in the
Non-State Group Plan, particularly among small gremployers. Most of the new groups
added have had enrollments of less than five mesnber

Health Plan Enrollment
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Total plan enrollment in the State Employee HeBldm is 50,070 contracts and 88,226 covered
lives. In plan year 2006, 92 percent of eligibieptoyees were enrolled. Of those, 56 percent

carried single coverage and 44 percent providedre@e for their dependents.

There are 98 Non-State group employers particigatirthe plan, consisting mostly of schools
and municipalities. The Non-State group employechide 35 school districts; 44 cities,
counties or townships; and 19 other local unithsaga hospital, mental health center, libraries
and extensions. The number of participants if\ibe-State groups range from 1 to 588. Only 4
groups have more than 200 and 13 have betweenntDP0® members.

In addition to the active employees, KHPA provideserage for nearly 9,000 retirees and
former employees living in all states and some adbro

Participation in the plans include active employeetrees, employees receiving long-term
disability payments, employees on leave without, pon-State employer groups, qualified
beneficiaries on COBRA, as well as other individudentified on K.A.R. 108-1-1, K.A.R. 108-
1-3, and K.A.R. 108-1-4. On June 30, 2006, aeti of FY 2006, there were 50,070 contracts

covering 88,226 lives. The contracts included:
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Health Plans

Medical. All participants have a choice of preferred jpdev organizations (PPOs) and, where
available, a Health Maintenance Organization (HM@jon as well. For plan year 2006, 63
percent of State of Kansas active participants €laosHMO. Retirees who are Medicare eligible
also can enroll in a self-funded Medicare Supplerféan and, beginning with 2006, a Medicare
Advantage Plan offered by Coventry. Retirees hagesame choices of health plans.
Approximately $101 million was spent in 2006 on meaticlaims for the self-funded plans
administered by Blue Cross Blue Shield and abo@6$tillion in premiums for the fully

insured plans.

Prescription Drugs. Prescription Drugs are carved out of the hedihgand are self-funded.
They are administered by Caremark, a pharmacy lemefnager. The plan design includes a
tiered coinsurance program with a separate co-palfoespecial case medications and
discounts for lifestyle drugs. The generic dispapsate for the state employee plan has grown
to over 55.7 percent. Annual claims cost for 20@68 $60 million.

Dental. The dental component is a self-funded plan adstered by Delta Dental of Kansas.
Dental coverage is provided by the employer for leyg®es at no cost, and it is optional for
dependents. In 2006, $19.4 million was paid ime$a

Vision. Two voluntary vision plans are offered to empleyé&om Superior Vision. There are
8,179 State of Kansas employees enrolled in thie p&n and 14,249 enrolled in the enhanced
plan. The vision premiums are entirely employekkpa

Employee Health and Wellness. HealthQuest was instituted in 1988 to provide wesk

programs with the goal of improving employee healtd reducing health care costs. Programs
have included periodic health risk appraisals amdening, disease management, employee
assistance counseling and referrals, life coaclhieglthy weight classes, wellness newsletter and
a health blog, as well as wellness presentatiansrfiployee groups across Kansas.

Disease management. Disease management programs currently offerdtdd$BEHP are

through the contracted health and prescription gtags/vendors and include coronary artery
disease, diabetes, asthma and COPD. Participatidmesults are tracked and monitored by the
health plans and results are reported to the adntranagement team.

Health and Wellness

KHPA plans to expand the focus on health and wedimmlicies within the State Employee
Health Benefits and Plan Purchasing (SEHBP) anfgigntly increase the focus on health and
wellness in the State Employee Health Plan fo2@8 plan year with the goal of improving
health and decreasing overall health costs, baggwith the new health risk appraisal program
in the fall of 2007. KHPA will be implementing alfprogram in 2008. This will include
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incentives and rewards for participation, with aus on tobacco cessation, obesity, diabetes,
health behavior, chronic disease management ptaorpived fitness, and improved nutrition.

KHPA intends to research and implement value-basaith plan designs beginning in summer
of 2007. We anticipate these models will be medifio include the Medicaid population in the
future.

HealthQuest staff will partner with KDHE on a corapensive employee health and wellness
plan for the entire state. Plans are already uwdgrfor HealthQuest and KDHE to work
together to implement a comprehensive tobacco tiessaitiative that provides incentives for
employees to quit and provides them resources gpdd/Ne plan to partner with additional
agencies and community organizations to promotd&mlace wellness.

State Employees Self Insurance Fund (Workers’ Compesation)

The Workers’ Compensation program for state empsye called the State Self Insurance Fund
(SSIF). The SSIF is funded by agency rates basexparience rating. The rates are developed
by an actuarial service using three years of clarpgerience, payroll and caps on expenses, and
are currently approved by the Department of Adniatson and published by the Division of
Budget.

The SSIF processes and manages claims for injin@srise out of and in the course of work.
There is unlimited medical compensation to treatitijury. Additionally, compensation is made
for loss of time, permanent impairment or deathedMal payments are based on a fee schedule
developed by the Workers’ Compensation Divisiothef Kansas Department of Labor. A third-
party medical review service is utilized to revielims for medical appropriateness and pricing.
On average, 327 accident reports are received yorith FY 2006, the SSIF spent over $16.7
million on compensation, with about 59 percentrfadical services and 41 percent for loss time
compensation.

It is the intent of KHPA to include Workers’ Comsation in as many health promotion and
wellness programs as possible.
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Conclusion

As the leading state agency on health, health eackhealth policy, we are committed to
ensuring Kansans have access to quality, affordahtesustainable health care. The Kansas
Health Policy Authority’s first Annual Legislativi@eport provides a snapshot of important work
we continue to accomplish at this agency. It als® demonstrated the upcoming challenges and
goals of 2007. We will continue to provide thipoet to the Legislature on a yearly basis, and
look forward to working with them to ensure thiseagy is meeting the mission the Legislature
entrusted to us.

-Marcia Nielsen, Ph.D, MPH, Executive Director of the Kansas Health Policy Authority
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